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SURVEY OF CURRENT BUSINESS

Dacenmber 1940

United States Import

Trade

By Audve: Maifry, Amlatast Chiwf, Divigivn of Foreign Teads Siathatlo

HE impast of the Europesn wir upom United
Btatea import trade hos taken a variety of forms.
Tha immediste affect of davelopments during the first
year of hostilities wos to cut off sourees of supply in
practically all continental Evropean and Mediterranean
countries, The losa of these morkets to world trade
has foreed other countries to ssek new or exponded
outleta for their producis in the United Statos or,
together with tha diervpdion of ees commumisations,
- has resulted in the shipment to the United States in a
crude form of commodities evetomorily importad in
egmifinished or finished form.,

Fears of an impairment or interruption of ehipping
connoctions with vital sourcee of sepply in Asin have
led to plons for the necumulation of domestic stock
pilea of the more indispsneabls imported meterials.
At the spme times, ths manifest need for prenter self-
sufficienay as ¢ motter of notionnl defense and the rise
in the priees of many commodities beeavse of war
gsondittons have promoted the search for domestic
sources of supply and for subsatitutea, To the degres
that it is succossiul, this saarch will in tima profoundly
affect the sise and eonstitution of import trade. War
cironmateness have given rise alan o the importation
into this country for stornge of producta entaring the
world market, as in the euse of & number of metals
and as has been proposed in the case of the Avatmlian
waol clip, Transaotions of thia chameter sarve to
inflate the statistice of imports into the United States.
Again, tha altered political and economis relationships
growing out of the war in Evrops ara direstly respons-
jble for the concaried efforts being mada under Govern-
ment direstion to foster import trads with Latin
Amarica. They are, moreover, not withount significance
for the continued import and purchaze by the Trensnry
of unprecederted quantities of foreign gold and silver,
which are in many conntries among the principol articles
of expori fo the United States.

These varicua foctors affeoting import trads, some
tendiug to expand the trode snd some to reduce it,
some acttal and some potentinl, have been longely
obscured duriog the period since the outbresk of the
Eurepesn war by the influence of inereased industrial re-
guitemnents upoa the velume of imported raw matarials.
Ralatisnship Between Imporis and Induatidal Produetion.

An enalysis of foreign trade over a period of yenrs
revenls that the relative lovel of import trade is deter-
mined lorgely by fluctuations jn industrial activity,
(Ses fiz. 8.) The relationship between the physical

volume of imports and indostrial ovtput is, however,
not & simple but & complex one, as frequent divergences
euggest. In the fivat place, only about half of fotal
importa over a term of Pears represents industrial
matarials brought into the conntry for further processing,
Ths volume of other major impoxts, ineluding several
staples of the Amencan diet, iz influencad primorily
by population trend in econjunetion with the mize and
distribution of the nationsl income and only indirestly
by the lovel of industrinl ectivity. Even in the ¢ase
of raw materinle for industry, an in¢resse in domestic
requiraments may have #z its firat consequence tha
utilizetion of domestie or importad stocls, so that the
regulting inereasa in imports may follow s rise in
industrial output by & considerable interval, On ths
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other hond, the anticipation of fuirre needs through
the building up of inventories will be reflected in en-
Yarged importations in advance of o related inerease in
production, Al times, axtraneous {octors such as the
raising or lowering of tode bamicrs aad domeatic
drought may be the predominent influences wpon both
the character and tha volume of import trade.

Tromda in Emport Trode Slncs 1934,
Bince 1936 Unitad States imports have passed through
& complata aycla closely paralleling the couras of manu-
fasturing preduction.! The broad upward movement
3 I vhow af the oomposicion of the rearect ra S0G4K03, & COMPRERLD of ths TOIOIN
uf dperts with the voluee of maltkoturieg prodistion rather than tha vahume of all

lodasttial prodveetben i wxopldired mors sulloaal  Fluaiietioos fo ths Jater teo
Bariaa are, bawever, praslsafly ldertinol,
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beginning in 1933 carried the trode I 1087 above the
1929 Jove!l in terms-of quantity although not of value.
The recession in indusirizl getivity extending from the
1aat quarter of 1937 through the pecond gquarter of 1933
waa accomparnied by 4 slunip in imports of even greator
magnitude, partly becnuse of the passing of the sffects
of the drought upon purchases of grains from foreign
countries. ‘The rigs in cutput efter May 1838, byoken
only hy o mihor downtwrn in the first part of 1939,
carried with it an irregular but staady increase in im-
ports, which hecnme pronounced when manuofacturing
production rage sharply after the outbreak of the Kuro-
pean war, Both domestic producton and volume of
importz fall in the enrly months of 1840 somewhat below
the levals of the last quarter of 1939. Because of tha
ocomparatively small movaments of import pricea in
recent years, fluctuations in the value of imporis hova
followed changes in the physical volhume of imporis
without important deviation.

The inawguration of the defense program end the
resulting stinulng to mannfschuring output have served
to mointein import trade in 1940 aé levels well above
those of the corresponding periods of 1688 or 1939,
The velue of general imporis during the 12 months
ended with August was 23 percent larger then in Che
corresponding period of 1938389 (although considarably
emaller than during the same period of 1986-87). This
oTise in total impords was restricted by the decline
in imports from Europs, which became drastic after
the closing of most of the outlets from continentel
and Mediterranesn countries in June. The incrense
in receipts from ooo-European arens during ihe first
year of the woar was pearly 40 percent. Successive
decroases in aggregobe imports in Augost and Septem-
bar, which oceurred despite the upwnrﬂ. trend lo manu-
fanturing pmcluut.mn. were followed in ﬂuhbar by n
renewed Tise,

Sowrcsa of Scearagic Marerdaks,

The principal sources of mpart-ud raw maderials

required by American industry remain open despite
h]uuknde sud eomaterblocknde measwures nffecting three
continenta, Of the moterials officielly designated ns
ebrategio (1. e, maderinls essentis]l to the national
defense for the supply of which dependence must be
placed in whole or in part on sources outside the conti-
nentol limits of the United States), mercury is the
single itemn of which the pritnary foreign source has
been o condinentsl Kuropean or Mediterranean country.
However, high domestic prices for mercwry hove so
stimulated domestio production that the United Stoates
in now more then pelf-sufficient in the mineral so far as
vitel requirements are concarned. Bubstantial quen-
tities have been exported during 1940,

Three sfirntegic commodities have been obitained
during recent years almost exclumvely from countries in
this hemisphere: Antimony ore fromr Mexice, Bolivia,
Pern, and Argentine; nickel from Canada; and quariz
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crystnl (Brazilinn pebble) from PBrozil. Imports of all
three have been mainteined or inerensed during 1940
us eorapared with 1939, A large quantity of solimony
has renently been purchnzed from China.

Chromite used in rusking steal alloys, chemicals, and
refractory materinds, was Imported chiefly from British
South Africa and the Philippine Islands in 1939, with
smaller amounta coming from Cuba, Frenck Qceania,
Turkey, India, Greece, and British ‘West Africa, The
loss of supplies from Greece snd Turkey would have
affected less than 10 percent of totel imporis in 1939
ond 13 peroent in the firet § monthe of 1840, Sounrces in
Latin Amerion supplied only 16 percent of the total in
1939 nod only 9 percent during the ficst half of 1948
Receipta of chromite during the 6 months ended with
June 1940 considerably exceeded those during the
whole of 1989. Industrial gtocks are high and have
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incressed since the begioning of 1940,
production is negligibls.

Manganese ores of specific grades ere essential in the
manufacture of steel and for dry batteries. In 1938
the Gold Conzt suppliad 39 peresnt of tofal imports
{ferrograde and battery grads), the 1J. 5. & R. 22 per-
eont (through Black Ses ports), Cuba 17 percent,
British India 15 percent, and Brazil 6 percent. During
the firat 9 months of 1040, the U. 5. 8. R. was the
leading supplier with 36 percent of the tolal, followed
by the Gold Coast with 17 percent, Cuba and the Union
of South Africa with 12 percent each, and British India
ond Brazil with 10 percent each. Small amounta came

Domestio
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from the Philippine Islands, Chile, and the Nathetlands
Indies. Cuba, whare production i being stepped up,
and other sources in thia hemisphera provided during
this recent period epproximsately one-fourth of appre-
gate Imporis. Total imports of mangonese ore, includ-
ing battery grode, smounted to 892,000,000 pounds as
compored with 708,000,000 pounds during 1938, A4
the 1920 lovel, Jmports of mangaoese ore are sulficient
for capncity steel uutput, and industrial stocks approx-
bnoie olmoest 2 years’ supply ot cwrrent ratea of con-
sumption,

The moet important eingle source of mporied tung-
sten ore nnd concentrates is China, from which large
delivariea hove besn srmmanged in conpection with an
exfengion of credit by the Expert-Import Bank. In
the firat half of 1940, however, Bolivin and other South
Americon ¢oumntries supplied neerly sa much ay China,
und other substential quantitica cama from Australie,
British Malayn, British India, and Thailand, There
aTe no supplicta anong countries in the Buropear, war
zone. Receipts fram South American countries alone
in 1940 will exoesd fotal imports from all countriea in
1939, and total recsipts in 1940 wili be several times aa
large a8 in tha preceding yssr. Hall of carrent do-
mestic Yequirements for making high speed tool steel,
for hard-fasing valve parts and tool bits, aad for other
wsed are met by domestis production, Most of the
remaindar could be obiained from Bolivia if euppliea
from Chihe were no longer availoble,

The United States is lavpely dependent for ita 4in
upon the Far East and predominantly upon British
Melayn, which supplied 67 percent of importa directly
in 1039 and 85 percant in the firat 8 months of 1040
{plus additional amounts indirectly). Other sources
inelude tha Nethevlands Indisa, Chins, and Belgisn
Clonge. Total importa of tin have incrensed notably
during 1940 and will exceed receipis during 1939 by n
wide margin. Arrivals of tin in the United Stetea in
SBeptember wore the highest of rmcord. iIndustrial
stacks eve considarably above normal.

Ap in the ense of tin, rubber imports come prinei-
pally from Southenstern Aefa, British Maloys and
the Netherlands Indies topether supply nbout 86
parcent of the total, with the remaining 15 percent
coming from Ceylon, Franch Indo-Chinn, Thailand,
Sorawak, Britizh Indiz and Burma, Souih and Contral
America, and Liberia. Soarces in Latin Arnerics, to
which the rubber tras is indigenous, have supplied only
1 percent of total imporis in recent periods. Arrivals
of erude rubber reached record lovels during the third
quaréar of 1040 and for the year as 2 whole will prohably
oxcead receipts in 1939 by roughly 50 percent. The
nerease ia attributable in emall part to imports under
the terms of the cotton-rubber barter deal with the
United Kingdom, which calls for the delivery in all of
86,000 long tons to he held as an emergency reserve.
Other agreements entered into by the United States
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Governiment and tubbetr manupfacturers, on the ons
hand, and the International Rubber Regulation Cowm-
mittee, on the other, provide for the purchise of nn
additionnl L5G,000 tons for reserva stocks in 1040 and of
180,000 tons in 1041,  Aé the end of Ovtober, Govern-
ment-held stoclks in the United States were 57,000 long
tons, and private stocks were 202,000 tons. Total
amports during 193¢ including lotsx and geayule were
approzimately 500,000 tons and during the first 10
months of 1940 approximataly 650,000 tens. Domestie
requirements for the current year have besn placed st
something over 00,000 tons.

Four other commodities designnted as atrategio sre
chiefly of Asiatic origin. Japon provides Jourfifthe of
United States imports of raw silk. The only othar
importent sources are Ching snd Italy, and importz
from Itnly have besa cut off sinee June. Manila fiber
comes shmost sntirely from the Philippine Islands.
Cinchons bark, from which quinine ls derived, i
importad almost exclusively from the Netherlands
Indies, although some of inferior quality iz obtained in
Clapntral and South Amerien. Quinine sulphate and
other alkaloids and quinine salts, formerly purchassd
from the Netherlands, are now imported from the
Nethetlands Indiss, British Indie is the only impor.
tent soureo of fllme and splittings of micn wsed in con-
‘ductors, spark plugs, radio tubes, srmaeburss, and
transformers, nlthough supplies of unmanufactured
mich are nvailzble from Modagescar, Brozil and other
fSonth American countries, and Cenads. With the
exception of raw silk, which has been purchnsed in
stendily decressing guantities during the paat decads,
imports of these commodities have been muintoined or
increqsed during 1940 from the levels of the preceding
yeor, Imports of mica spproximetely tripled.

Gonsral Partern of Import Rivs Duriag Firat Ysar of War,

It ia o foct of utmost mmportancs that 85 percent of
imports of strategic materiels by value originates in
eaptern Asia. Ten percent somes from countrias in this
bemisphere. The riss in Unitad States imports during
the firat yenr of the war, which was the result largely of
incrensed purchasez of erude materials and semimany-
facturss from Asia and Latin Ameries, cannot ba re-
lated espacinlly to thess cireumstances, however, or fo
laxger importations of stratagic materisls ss a part of
defense policy. For, since Asin and Latin Americs are
the major sources of imported ¢rude materials and semi-
monunctures (including strategic items) and since thase
two cntagories constitute the more slastic elementa in
import trade, flustuations in the trade are nlways con-
gentrated to a considerable deprae in imporis of rew and
partly processed commodities from the two arens. Dur-
ing the 12 months snded August 1940, imports into
the Unitad States for consumption were valued né
$2,620,000,000 or ut $418,000,000 more than during
ths preceding 12 months. Practieally the whole of this
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difference was zccoented for by increased receipts of
cruds materials und samimanufectures from Asiatic and
Latin Awmerican countries. Tha rise in imports from
(Clanads, Africe, and Ocennia, which nleo resulied pri-
wmarily irom larger purchases by the United Stotea of
articles for furthar procsssing, was approximnisly offsat
by reduced importa from Burnpe of finishad manuiae-
tares and samimannfactures, Total importa of finished
manufactures decransed somewhat in value during the
firat year ol the war as compared with the preceding
Fear, wheress imports of crude and manufrctured food-
atuffs increased moderntely.
Table ZJ—Im&rr.u Into the United States for Consuoaption,
Eeotvommic wecd by Continents, 13 Months Ended Aoguoac
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The increass in importa from individusl countries
during tha 12 months from September 1939 to August
1940 over the corcesponding period of 1925-39 waa
striling in many instances, a2 may be szen in tobla 3.

Havion oouuRs

Fitors 10 =Valoe of Irnports Into the Unlted Stntes [or Conbuimption, By
Econpmie Clustey wod Coadnegm, 1% Manthe Ended August 1%3% and
17944 (1. &. Depacpneat of Commeares, Baeav of Forehin aod Dometls
Commarca).

Horit —Moouboctured foedetndls Incleds bevioage.



14

Table 3.—United Statas mm by Contloemits and Selected
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Imports from Britich Maloys end the Union of South
Africa approximately doubled in value; from Indis and
Anstrolia inereasad by nearly half; and from Canods,
the most important singls soures of United States
impottz, by more than a third, Receipta from Argen-
tina, Mexico, Veneznala, and Chils and from China and
the Netharlande Indies all inersnsed by at lenst terice
ns much relatively me totnl imports and in the latter
three instances by severnl times as much—parily,
however, 88 & result of direct shipment to the United
Btatea of goods formerly shipped through somse other
osuntry. Imports from & number of these countries
wers lerger doring the first year of the Europesn war
then in the 12 months ended August 1937, during
which import trade was of itz peak for recent yeave,
Imports from Japan, Brogil, and Cuba inereassd during
tha war pericd as comparved with the sorrsaponding
period of 1638-3% but were helow the lavels of 1936-37;
while receipts from the Philipping Ialands decreased as
compared with both esrlier peripds snd those irem
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Colombia showad Jlittls chanps, Ags noted halow,
importe from KEuropean countriea wers reduced in
nearly all instances.

A number of major import commodities other than
siratepic moferials were mnported in significandly
highar values during the first vear of the war, an
gshown in table 4. Among these wera copper (chiefly
for refining and export}, wool and mohair, jute bur-
laps, petrolenm and produets, ond vegetable oila.

Table 4. —Iinltad States Ilupm'u for Consumptlon, by Prin-
cipal Commodities and ur Commodities, 12 Momtha
Ended August 1937, 1959, and 1%4d
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Effect of Furchasea for Regerve Stocks on Import Troade,

The trend of import teade for the near term canaot
be dissosinted from the projected sovumulation of
reserves of slrategic mebariola under the delonse pro-
gram, The rubbar agreementas mentioned above will
result by the end of 14E in imports for Government-
hald stocks of 416,000 tone (worth shout $188,000,000
et prevailing pricea) over and abova ourrant require-
ments to be financad through the Rubber Resarve Com-
puny, & subsidiary of the Reconatrnstion Finanse
Corporation. Anticipnted additions to private stocks
will incresse total domestic ressrves and therefors sup-
plementary imports to the squivelent of more than a
year's supply before the end of 1041, Anothsr sub-
- gidisry of the Reconstruction Finance Corporation, the
Matnls Reserve Company, will finonca imports for
reserve stocks of Ha {75000 tons within one year),
manganass ore (1,000,000 tons in 3 years), chromita,
tungatan, and antimony. Within the next 2 yeams,
theae organizations and the Frecuremont Division of
ths Treasury nre expected to disburse $700,000,000 for
thesa purposes, or ai approximately twice the rate of
purchoses of the five commoditiea in 1940, At the
aame tims, trade inventories are being built vp againet
prospective incressad requirements. The availahility
of suhstitutes will affact imports of & number of strategic
maferinlz, nlthough probebhly to o relaively small
degroe g0 long a3 trade routes to the For Esat remain
open. FPresent plane call for noreasing domestic
capacity for prodacing syunthetia rubher to 100,000
tons, about one-sixth of ourrent consumption.

Trade With Latin Aaerica, .

With s few unimportant exceptions, the possible
expanaion of impord trade with Lalin Americe, upon
which the immediate future of Tnited States export
trade with that area in part depends, hinges upon pur-
chases of commodities other then sirategic materials.
The inerense in imports of Latin American products
during the fimt vear of the war over the preceding
yeor, amounting to approximotely $150,000,000, wes
acnounted for to a conziderable axtent by larger pur-
chnaes of wool and hides and sking from Argentina, of
cornaubs wax and hides and sldins from Brazil, of copper
{for refining and axport) and sodium nitrate from Chils,
of collee from Colombia, of patroleum from Venszueln,
aod of petroleum and sisal and henequen from Maxico.

A further increase in purchsaes of the voaried list of
produsts of Latin American origin would sestn to de-
pend only secondarily wpon the deafense program in
general or the proourement of atrofegie materiols in
particular, althongh all possihilities in this divection are
being intensively axploved. In the casze of copper and
petrolsum brought in for refining and export, the trend
of oxport demand is the determining fnctor, The re-
cenfly conclodad agresment upon eoffsa quotas batween
the United States and produsing sountriss should have
the sffect of stabilizing the trade and of maintaining
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prives bub aok of incrensiog the total value of imports,
At the present time, vigorous efforis are being mads,
with Government sapport, to enlarge tha consemption
in the Tnited States of commodities ordinarily imported
from Latin Americn, to dovelop markets for other Latin
American export commodities not ordinarily sold to
this country, and to locate svureea of supply of producis,
such as banndmade articlea, which are no longer obiain-
able from Europe.

Trade With Europe.

Tha application of blocknda messnorea to exporis
from (Gexrmany, from the German-occupied aress, and
from Itely (afier June), coupled with difficultios of
supply and tannsport io afl of the European belligerent
counéries, wea lorgaly respomsible for the decline in
United Siztas imports from Europe since the outbrenk
of the wor., Receipta from the Tnited Kingdom wers,
by virtue of vigorous policies in aid of British export
trade, msaintained and even increased during the period
a5 o whole; but shipments from practically all conii-
nental and Mediterraoean countries, with the cutstand=
ing sxceptions of 3pain and Pordugnl, decreased .

Tha partial or completa rupture of import trade with
continental and Mediterrancan countriea is especially
damaging to the luxury trades, for few essential ma-
tarials wera secured in Europe that are not available in
large quaniities from othar sources. Shipmanta of
chromite from Greece and Turkey, amounting to 13
percent of total imporis of chromite during the firat half
of 1340, and of mangenesa from the U. 5. 5, R., smount-
ing to 34 percent of totol imporks of mangoness during
the aame pericd, ave the coly ehratepic items involved.
The liat of finished manufactures which canmot be jm-
porfed from Eurepe under existing conditions is a long
one. It inoludes cotbon textilea from Belgium, France,
and Itely; Enens from Belgium sad Czechoslevaldis;
riyon varns from France and Iialy; colton and silk
laces and embroideries from Fromos; lesther monufac-
tures from Fronce, Ozechoslovokia, sud Belgium; glase
and glass produsis frem Germany, Belgium, sod
Czachoslovakia; chinn ond porcelain ware from Ger-
MAapy; precious stones ond imitpdions from RBelpinm,
Netherlende, Germany, Franes, and Czechoslovaldn;
gloves from Frangs, Czechoslovalkia, and Belgium;
cigarstée paper and perfumearies from France; cameraa,
solantifle and professional instruments, musical mstru-
menta, and Christmos free oronments from Germaony;
and bhesds and bended articles from Czachoslowakia,
Shipments from Swilzerland, interrepbed in June, wers
tesumed in September by permission of the balligerents,
The losses in imporé trade with Europe are being re-
paired to some extent from olher foreign soureea open
t¢ American trade and to soma extent nlso from domes-
tio souroes. In o few nstantes European ortisans hove
migrated to this esuntry in ordsr to contines their pur-
anite, but the transplantation of industries and of slkalls
hnz been on & emall scala,



